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Cotton Price-Quality Relationships in Local
Markets of Louisiana
By C. C. FARRINGTON*
To bring about the proper relationship between the farm price
and the quality of cotton sold by farmers is one of the most impor-
tant problems in the American cotton industry. The variation of
the farm price of cotton in accordance with its quality is of vital
interest to the producers individually, and to the cotton industry
as a whole. This is one of the most discussed current problems,
particularly among agriculturists, because it is of utmost impor-
tance in connection with the improvement of the quality of Ameri-
can cotton. An improvement program along this line must, of
necessity, depend upon the relative profitableness of the various
qualities of cotton to the grower, because profit is the most impor-
tant factor in all economic activity.
When farmers are urged to adjust the quality of their produc-
tion to demand, what demand is referred to? Is it mill demand
or the local market demand as reflected to farmers in prices actu-
ally paid? Obviously the former is meant, but the latter is the
only one in which the individual farmer is interested materially.
Most of the deterioration in the quality of the American cotton
crop is usually attributed to a supposed system of "point buying"
or indiscrimination on the part of local buyers with respect to
prices paid to farmers for different qualities of cotton. This, in
other words, is the failure of mill demand to be reflected accurately
in local markets.
Deterioration in the quality of cotton produced in Louisiana
and other states has occurred in spite of the fact that our Agricul-
tural colleges, Experiment Stations, United States Department of
Agriculture, Extension workers, and others interested in the wel-
fare of our cotton growers have tried to encourage the production
of better quality cotton. Improved varieties have been developed,
Employed jointly during 1928-29 by the Louisiana Experiment
Station and United States Department of Agriculture, Bureau of Agri-
cultural Economics to assist in the collection of data on which this
report is based.
4pure seed has been distributed, the establishment of one variety
communities has been encouraged, and improved cultural methods
have been introduced in an effort to bring" about the production
of better quality cotton. Although these efforts are commendable,
the results which were hoped for, have not been attained generally.
While these attempts were being made to improve quality, many
cotton growers have claimed that it was to their economic ad-
vantage, individually, to produce short staple cotton. Arguments
advanced in favor of such contention were to the effect that the
short staple cottons mature more quickly and thus avoid severe
boll weevil damage, are easier to pick, yield a higher percentage
of lint per pound of seed cotton and usually equal or greater
amounts of seed cotton per acre, and secure about the same prices
as those paid for better quality cottons. The last allegation is
perhaps the most . significant, and it is the one to which this study
is directed. It is believed that such a study is basic and funda-
mental to a well balanced program for the improvement either of
the quality of cotton being produced or of the existing cotton
marketing system.
Purpose
The purposes of this study are:
1. To determine the extent to which prices paid to farmers
in local markets for cotton varied with length of staple.
2. To determine the relationship between premiums and dis-
count for staple length in local markets and in central markets.
3. To determine the extent to which prices paid to farmers
in local markets for cotton varied with grade.
4. To determine the relationship between grade differences
in local and in central markets.
5. To determine the relationship between the average prices
in local markets and in central markets.
6. To determine insofar as possible the factors affecting each
of the above.
5PROCEDURE i
COLLECTION OF GRADE AND STAPLE DATA
Collection and tabulation of the data for this study were super-
vised and financed by the Bureau of Agricultural Economics,
United States Department of Agriculture and the Louisiana Agri-
cultural Experiment Station, cooperating. The field work was
carried on in connection with the estimation of the grade and
staple of cotton produced in Louisiana. The grade and staple of
cotton included in this study were determined from the classifica-
tion by government classers of samples secured from each bale of
cotton ginned at specified gins. These gins were selected in such
a way that the cotton from them might represent as nearly as
possible the quality of all cotton produced in the state. Approxi-
mately, fifty gins representing about 10 per cent of total ginnings
were selected. Joint employees of the Bureau of Agricultural
Economics and the Louisiana Agricultural Experiment Station
visited the cooperating gins at frequent intervals throughout the
season to see that the samples were properly secured, identified,
and mailed to the regional office of the Division of Cotton Market-
ing, at Austin, Texas, where they were classed by a board of senior
specialists in cotton classing.
COLLECTION OF PRICE DATA
Price data on which this study is based were obtained at the
end of the 1928-29 ginning season from cotton buyers at ten local
markets in Louisiana. These local markets were selected to repre-
sent certain type-of-buyer markets, such as commission-buyer mar-
kets, ginner-buyer markets, merchant-buyer markets, and combina-
tions of these types. Price data were secured for as many as
possible of the bales from which samples had been obtained at the
$The collection and tabulation of data for this study were conducted
by the Division of Cotton Marketing', Bureau of Agricultural Economics
in cooperation with the Louisiana Experiment Station. Acknowledgment
is respectfully given to:
Division of Cotton Marketing.
Mr. A. W. Palmer, In Charge.
Dr. B. Youngblood, Principal Agricultural Economist, formerly in
charge of research.
Mr. W. B. Lanham, Senior Agricultural Economist, project leader
Grade and Staple Estimates.
Mr. L. D. Howell, Senior Agricultural Economist, project leader
Cotton Prices Related to Quality.
Mr. John T. Egan, Senior Agricultural Economist, In charge of
field work.
Louisiana Experiment Station.
Dr. C. T. Dowell, Director.
Dr. R. L. Thompson, In charge of Economic research.
6cooperating gin located at each of the local markets studied. These
data, obtained from the buyers' records, consisted of bale serial
numbers for linking price data with samples, actual prices paid,
dates of purchase, buyers' grade and staple designations if these
had been recorded, and such other data as were pertinent and
obtainable. At each local market studied data were obtained
relative to freight rates, points of destination for cotton shipments,
warehouse facilities and charges, insurance, interest and rediscount
rates, weighing, sampling, and drayage charges, general marketing
practices, and other pertinent information.
TABULATION OF PRICE DATA
Different price levels in central markets and the changing
quality of cotton marketed in the local markets made it impossible
to use average price for each quality as a measure of price-quality
relationships in local markets. It might so happen that low quality
cotton was marketed during a period of high prices, and high
quality cotton during a period of low prices; hence, average
prices for the low quality cotton would be higher than those for
high quality cotton. In order to eliminate this difficulty the spread
or difference between local market prices and central market prices
for. the same quality of cotton was employed since limited changes
in price level should not affect the spread between central and local
market prices, materially. In tabulating the price data, the actual
price paid for a particular quality of cotton in a local market was
subtracted from the central market price* for cotton of the same
quality on the same day. A weighted average of these spreads foi
cotton of each grade and staple marketed each month in each
market was calculated. In computing the premiums and discounts
for staple length, the average monthly spread for % inch cotton
of each grade was subtracted from the spread for each of the other
staple lengths of the same grade. The average adjusted spreads
thus obtained for the various staple length of each grade were
combined to give a weighted average spread for each staple length
of all grades. The monthly averages for each market thus com-
puted were combined to give a seasonal average for each market.
Average of the quotations for the ten designated spot markets were
used for the Middling % inch price and the grade differences paid in
central markets. Averages of the quotations of six spot markets were
used for 15/16 and 1 inch staple premiums. For staple lengths longer
than 1 inch averages of the premiums quoted in New Orleans and Mem-
phis were used. A discount of 50 points was assumed for 13/16 inch
and shorter cotton.
7The average adjusted spreads for each, staple length indicated the
extent to which the staple premiums and discounts paid in each
local market varied from those quoted in central markets. By
subtracting these spreads from the central market staple premiums
and discounts, the local market staple premiums and discounts
were obtained. In determining grade differences paid in local
markets a similar procedure was employed, using middling white
cotton of each staple length as a base.
CLASSIFICATION OF LOCAL COTTON MARKETS
The term local cotton market is used to designate a market
place in which the predominating type of transaction is the initial
sale of raw cotton by farmers. The resale of cotton by local buyers
to cotton merchants is not considered as a local market function,
and such sales are not included, even though the transactions were
made in the local market places.
Ten local markets of Louisiana are included in this study.
These markets were selected to represent as nearly as possible the
various types of local markets existing in Louisiana during 1928-29.
The markets are widely scattered throughout the state, and, while
they may not give an accurate proportional representation of all
marketing conditions in the state, it is believed that different types
of markets are well represented.
Each of the markets included in this study is more or less
different from each of the other markets. It has been possible,
however, to classify the ten markets into two general groups, each
containing five markets. One of these groups has been designated
as commission and independent buyer markets. This group in-
cludes those local markets in which most or all of the cotton was
bought either by buyers purchasing cotton for a central cotton
merchant or firm on a commission basis or by buyers purchasing
cotton independently or for their own account.
Both commission and independent buyers dealt with farmers
on a cash basis. The other group has been designated as merchant
and ginner-merchant buyer markets. The markets included in
this group are those in which most or all of the cotton sold by the
farmers was purchased or taken in on account by store-keepers or
general store merchant who furnished the farmers with food,
clothing, and other supplies. In some cases, the merchants or
storekeepers also owned the gin at which the cotton on which price
8data were obtained was ginned. Much of the cotton sold in these
markets was bought on a credit basis and cotton buying was prac-
ticed by the merchants as a subsidiary operation in conjunction
with the management of their general merchandise stores. For the
purpose of brevity, the former group will be designated herein-
after as commission markets, and the latter group as merchant
markets.
COMMISSION MARKETS
In all of the commission markets the buyers purchasing cotton
on commission, predominated. The commission buyers received a
fee, usually $ .50 or $1.00 for each bale of cotton purchased.
Usually these buyers purchased cotton directly and solely for a
cotton merchant in a central market. Their purchases were made
generally on the basis of limits furnished to them periodically by
the merchant for whom they were buying. The limits or "basis"
furnished to the commission buyers usually indicated the price for
middling % mcn or some other quality of cotton to be used as a
base and the premiums or discounts to be made for grades and
staple lengths other than the base quality.
In most cases commission buyers did not guarantee the grade,
staple length, or weight of the cotton purchased. It is evident,
however, that a commission buyer could not retain his position
unless the grades and staples on which he purchased cotton aver-
aged out favorably when the cotton was taken up by the central
market firm.
The independent buyers, a few of whom operated in these
markets, bought cotton independently, on their own account, and
at their own risk. Many of these buyers, however, regularly dis-
posed of their cotton to certain central market firms, usually at
the close of each day.
The commission markets were sub-divided into two groups.
One of these groups included two local markets in which the co-
operating ginner or buyer directly interested in the gin company
bought cotton on a commission basis. These two markets will be
designated as Market A and Market B. In Market A most of the
cotton on which price data were obtained, was bought by two
commission buyers directly interested in the cooperating gin, and
the remainder was purchased by commission buyers not interested
in the cooperating gin. In Market B less than half of the cotton
9was bought on commission by the cooperating ginner, and over
half of it was purchased by a number of commission buyers not
interested in the
i
cooperating gin. In this market there was one
independent buyer and one merchant (storekeeper) buyer, each of
whom bought a few bales of cotton on which price data were
obtained.
The other group of commission markets includes three local
markets in which the influence of ginner-buying was absent, since
no cotton was purchased by ginners in these markets. Independent
buyers, as well as commission buyers, operated in each of these
markets. These markets shall be designated hereinafter as Market
C, Market D, and Market E. One merchant, buying cotton on
account, was present in each of two of these markets, but the
amount of cotton bought by these merchant buyers was insignifi-
cant as compared to the amount bought by the commission and
independent buyers.
MERCHANT MARKETS
In each of the merchant markets, all or practically all of the
cotton on which price data were obtained was purchased by store
merchants. The main object of the merchant buyer in many cases
was to make collections on store credit accounts. The buying of
cotton, of and by itself, may or may not have been a profitable
enterprise and was often engaged in solely for the purpose of
making the primary business of the merchant more profitable.
The merchant markets were divided into three divisions. One
of these divisions included two local markets, designated as Mar-
kets F and G, in which all of the cotton sold at each market was
purchased by one merchant who operated a large general mer-
chandise store and the only gin in the town. In each market, the
operation of the store and the gin and the buying of cotton were
under the same management. Practically no competition for the
buying or ginning of cotton existed in either of these markets, and
they were representative of non-competitive merchant markets. In
both of these markets, the cotton purchased by the store-keeper
was sold periodically to the highest bidder among representatives
of central market firms. These representatives were notified when-
ever a lot of cotton was to be offered for sale.
Another division of the merchant markets includes two markets
to be called Market H and Market J, in which several storekeepers
10
bought cotton and none of the storekeepers was directly interested
in the cooperating gin. These markets were representative of com-
petitive merchant markets, since in each market three or more
merchants bought cotton throughout the season and a degree of
competition seemed to exist. All of the cotton sold by farmers at
these markets was bought by the merchant buyers. In most cases,
the storekeepers disposed of their cotton in a manner similar to
that employed by the buyers in Markets F and G.
The conditions existing in the other merchant market, Market
K, were considerably different from those in the two divisions just
discussed. In this particular season, most of the cotton at Market
K was purchased by one general storekeeper or his agents. During
a part of the season, however, a ginner-buyer operated in the mar-
ket. The principal object of the ginner-buyer was to attract busi-
ness to his gin, thus competing more effectively with a rival gin in
which the merchant buyer was interested.
CENTRAL MARKETS
The terms "central markets" or "ten designated spot markets'
7
referred to in this paper are spot cotton markets which have been
designated by the Secretary of Agriculture, United States Depart-
ment of Agriculture, as official markets for spot price quotations.
Central market prices are the official spot price quotations in these
markets. The ten designated spot markets are Norfolk, Augusta,
Savannah, Memphis, Little Eock, Dallas, Galveston, and New
Orleans.
MEASURING THE QUALITY OF COTTON U
The spinning value of cotton can be expressed in terms of
grade, staple length, and character. "Grade—is a term denoting
the composite of: (1) The color, lustre, and brightness of lint,
(2) the nature and amount of foreign matter present in the lint,
such as leaf, dust, etc., and (3) the preparation or ginning."
The determination of grade depends largely upon the ability
and experience of the person classing the cotton. "For the most
part, a cotton classer must rely upon his own experience and knowl-
edge of trade practice; he must average in his mind all the factors,
color, leaf, and preparation and assign to each bale a grade desig-
ttThe quotations in this 1 section and many of the other facts pre-
sented are taken from the United States Department of Agriculture-De-
partment Circular 278. "The Commercial Classification of American
Cotton", by A. W. Palmer.
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nation, the standard of which most nearly corresponds in intrinsic
value to the bale." No hard and fast rules can be laid down for
determining the grade of cotton. For example, excess of leaf may
be compensated by brightness in color or cleanliness may be offset
by poor preparation or any number of other combinations or varia-
tions may occur which must be evaluated by the classer.
Staple length refers to the length of fibers and in this country
is designated in terms of inches and fractions of an inch, usually
thirty-seconds and multiples thereof. The staple length of a sam-
ple of cotton may be determined quite accurately by the actual
measurement of typical fibers. The securing of representative or
typical fibers is a process involving much skill, however, and may
give rise to considerable difficulty and inconsistency. Few com-
mercial classers take the time to pull out the fibers and measure
them. The length of the sample being estimated rapidly from the
"break" and "drag" of the cotton in their hands. Thus, it is
evident that the "human element" is a factor of considerable im-
portance in the determination of staple length as well as of grade.
Furthermore, the apparent staple length of cotton may be influ-
enced considerably by atmospheric conditions and by the looseness
or compactness of the sample.
"Character" is almost equal in importance to grade and staple
in determining quality and is probably the least understood of the
three. Character has to do with the strength, body, uniformity,
and smoothness of the fibers. There is as yet no official standard
by which to measure character, and the classer must judge it by
the "break" and "drag" and the feeling of the fibers in his hands,
guided only by his training and experience.
From the above discussion, it is evident that the classing of
cotton is a very intricate process in which human judgment and
experience are of primary importance, and physical factors in the
classing room, such as light, humidity, and temperature are im-
portant determinants. It is not at all surprising, that cotton
classers who differ considerably in training and experience, and
even those with similar training and experience often fail to agree
as to the grade and staple designation of an identical sample. It
is possible, however, that classers with comparable training and
experience, working under similar conditions of light and humidity
may attain a high degree of consistency in grade and staple desig-
nations.
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Cotton, like many other commodities, does not lend itself to
classification into definite class intervals. In a number of samples
of cotton all placed in the same grade or staple length, the samples
would vary considerably. Some would be barely good enough to
be included in the grade or length designated, while others would
be almost good enough to be included in a higher grade or length.
In spite of these difficulties, however, there is a tendency for these
"errors of observation" to compensate for each other, and to
"average out" when a number of samples are concerned, unless a
consistent bias in one way or another exists.
The above discussion emphasizes the inconsistencies which may
arise in the classing of cotton, and hence the importance of having
this factor kept as nearly constant as possible in all economic
studies involving quality designations. It also recognizes bias and
inconsistencies which may be prevalent in the classification of
cotton included in this study. It should be noted, however, that
the classification of all the cotton included in this analysis was
determined by a board of senior specialists in cotton classing,
licensed and employed by the United States Department of Agri-
culture. The classing was done in a room specially designed for
cotton classing, but without controlled or artificial light and
humidity.
Prices received by farmers from local buyers for various quali-
ties of cotton were based upon the classification by the purchasers,
of a sample secured from one or both sides of the bale. The buyer
may or may not have had training and experience in cotton class-
ing, may or may not have been acquainted with the official govern-
ment standards, and may have classed the cotton either in a
specially designed cotton classing room, or in a room not adapted
to cotton classing, or out of doors.
The factors in the determination of quality of special signifi-
cance to this study are presented briefly in outline form below
:
Local market prices were collected for cotton of various quali-
ties—based on quality:
(1) As represented by samples secured from one or both
sides of bales.
(2) As determined by local buyers of different training and
experience.
(a) In local markets of Louisiana with varying con-
dition of light, moisture, temperature, etc.
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(b) Perhaps according to commercial standards or
types which may differ considerably from
official standards.
In this study a comparison has been made of these local market
prices for cotton of various qualities—based on quality
:
(1) As represented by samples secured at the gin, usually
from the press box.
(2) As classed by senior specialists in cotton classing, licensed
and employed by the United States Department of
Agriculture.
(a) At Austin, Texas, in a room designed for cotton
classing, but without controlled light and
humidity.
(b) According to the official cotton standards of the
United States as of August 1, 1928 to July 31,
,1929.
QUALITY OF COTTON IN LOUISIANA
Government estimates of the quality of cotton ginned in Lou-
isiana during the 1928-29 season are available. These figures
indicate that about 13 per cent of all cotton ginned in the state
was of an inch or less in staple length, 29.9 per cent was % of
an inch, 26.2 per cent was inch, 18.4 per cent was 1 inch, 7.4
per cent was inches, while only 5.2 per cent was 1% inches
or longer. Grade estimates were somewhat more favorable since
83.25 per cent of the cotton ginned in Louisiana in 1928-29 was
middling or better, and only 16.75 was below middling. Of the
total crop, 13.74 per cent was included in those grade and staple
lengths which are untenderable on futures contracts according to
Section 5, United States Cotton Futures Act. These figures are
given in detail in Table 1.
The average staple length of the cotton included in this study
was greater than that of the entire Louisiana crop. Of the price
study bales only 6 per cent was of less than % inch staple, 20.8
per cent was % inch, 27.5 per cent was inch, 26.2 per cent was
1 inch, 12.0 per cent was 1^ inches, and 7.5 per cent was 1%
inches or'longer in length of staple. Combining the above totals,
54.3 per cent of the price study cotton had a staple length of less
than 1 inch, as compared to 69.1 per cent of all cotton ginned in
the state in 1928-29.
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The grade of the price study cotton was very similar to the
grade of the total crop, however, slightly more of the former was
of the lower grades. These data are given more in detail in
Table 2.
Differences in the grade and staple of the price study cotton
and the entire crop does not invalidate the usefulness of the price
data. It is fortunate, in fact, that data were obtained on a
relatively greater proportion of long staple and low grade cotton,
because otherwise, the sample of these qualities would have been
less adequate. On the other hand, a few bales more or less of the
common qualities had little effect on the representativeness of the
sample for these qualities.
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PREMIUMS AND DISCOUNTS FOR STAPLE LENGTH
The differences in prices received by farmers in ten local mar-
kets of Louisiana during the 1928-29 season for differences in
staple length as determined by government classers were very small
on an average. Premiums and discounts for staple length received
by farmers averaged only a small proportion of the premiums and
discounts for staple length paid in central markets. This com-
parison of staple premiums and discounts for lengths shorter and
longer than % inch is shown in Fig. 1. The central market
discount for
-}-f inch cotton was $2.50 per 500 pound bale, whereas
the local market discount averaged $.30 or only 12 per cent of that
in the central markets. A premium of $1.35 per bale was paid in
central markets for
-Jf inch cotton, while in local markets the
average premium was only $ .10 or slightly more than 7 per cent
of the central market premium. Relatively greater premiums were
paid for 1 inch cotton, the average premium in local markets
being $1.25 or 31.5 per cent of the central market premium of
$4.00 per bale. The staples longer than 1 inch were recognized
on an average in the local markets to about the same or slightly
greater extent than was 1 inch cotton.
It is significant, however, that the three shorter staple lengths
(it> Vs, an <l if) constitute about 70 per cent of all the cotton
ginned in Louisiana during the 1928-29 cotton season and on the
average all of it sold for approximately the same price. Practi-
cally no premium was paid for inch cotton and very little
discount was made for inch cotton.
A very marked contrast between the different type markets
may be noted by comparison of staple differences in central spot
markets with those in the five commission markets and the five
merchant markets (Fig. 2). Average prices paid in commission
markets reflected to a considerable degree the central market dif-
ferences for staple length as designated by the government classers,
but the prices paid in merchant markets indicate no recognition
of staple length in these markets. The average price paid for %
inch cotton in the five merchant markets was higher than for any
other staple length. Thirteen-sixteenths inch is the only staple
length which was discounted in all three types of markets, the
average discount per bale being $2.50 in the central markets, $ .45
in the commission markets and $ .20 in the merchant markets.
18
Dol lar e
per bale
10
Fig. 1—Average premiums and discounts for staple
length In local markets of Louisiana and in
central markets, 1928-29
Central markets
£^3 Local markets
3 13/16 7/8 15/16 1
Staple length
1-1/16
( inches)
1-1/8 1-V16
Fig.2—Average premiums and disoounts for staple length
in local commission, and local merchant markets of
Louisiana and In central markets, 1928-29
Dol lare
per t>8le
10
Central markets
{33 Commission markets
— Merchant markets
3*-13/16 7/8 15/16 1 1-1/16 1-
Staple lensth ( lncnee)
n
1-3/16
Premiums for each staple length longer than % inch in the com-
mission buyer markets were approximately 50 per cent of those in
the central markets. This clearly indicates that although staple
length was not recognized in some markets, it was recognized to
a considerable degree in others.
19
Average premiums and discounts for staple differed even more
widely in the various sub-types of local markets of Louisiana.
Average premiums for staple length longer than % inch were
considerably greater in non-ginner commission buyer markets, C,
D, and E, than in any other type of local market studied. (Fig.
3). Premiums in this type of market averaged $ .90 per bale of
500 pounds for if inch cotton $2.85 for 1 inch, $4.20 for lj\
inches, $6.40 for 1% inches and $7.30 for lx% inches. The pre-
miums for staple length in the ginner-commission-buyer markets,
A and B, were considerably less than those of the above markets.
Premiums paid in the ginner-commission-buyer markets, however,
were greater than those of any of the merchant market types.
Competitive merchant markets, H and J, were the only mer-
chant markets in which even small staple premiums were paid.
Average premiums paid in these markets expressed in dollars per
500 pound bale were as follows: {% inch $ .20, 1 inch $ .35 and
inches $1.40. In the other two types of merchant markets,
the average prices paid for each staple length longer than % inch
were lower than those paid for % inch cotton of the same grade.
In the non-competitive ginner-merchant markets F, and G, the
farmers actually received an average of $ .85 less for inch
cotton, $1.05 less for iy8 inch cotton, and $ .80 less for lT*g inch
cotton than they did for % inch cotton. Smaller discounts were
made for 1 inch and l^g inch cotton, but these staple lengths also
brought lower average prices than % inch cotton.
In the ginner and merchant market K (which was largely non-
competitive during most of the season) the prices received by
farmers averaged $ .35 per bale less for inch cotton and $1.65
less for 1 inch cotton than for % inch cotton.
Slightly lower average prices were received by farmers for
inch cotton than for % inch cotton in each type of market. The
average discount for
-^f inch cotton under % inch cotton was
$ .90 in the ginner and merchant market, $ .60 in the non-ginner
commission type markets and $ .30, $ .15, and $ .10 in the other
three types of markets, respectively.
The average premiums received by farmers in the non-ginner
commission markets compare very favorably with those paid in
central markets. On the average, about % of the central market
premiums for staple length longer than % inch were reflected in
the prices received by farmers in the non-ginner commission mar-
20
Fig. 3—Average premiums and discounts for staple length
in local glnner and non-glnner commission markets of
Louisiana and in central markets, 1926-29
Dol lars
per bale
10
5 -
-3
Central markets
E3 Local Don- glnner comm. markets
Local glnner- comm. markets
13/16
Wt—BSbi
—
7/8 15/16
Staple length ( Inches)
1-1/16 1-1/9 1-3/16
Dollars
per bale
10
5 -
Fig. 4—Average premiums and discounts for staple length in
local competitive and non-competitive merchant markets
of Louisiana and in central markets. 1928-29
Central markets
E3 Local 3-buyer merchant markets
Local i-buyer merchant markets
T
3**1V 16 7/8 15/16 1 1-1/16 1-1/8
Staple length ( Inches)
1-3/16
kets. It may be noted that the difference between premiums paid
in central markets and premiums paid in this type of local market
for staple length tends to increase as the staple length becomes
longer and the number of bales less, as might be expected with the
increase in the risk involved, and in the cost of assembling.
21
The premiums received by farmers for staple lengths longer
than % inch in the ginner commission markets were on an average
about one-fourth of those quoted in central markets. Only about
one-fifth of the central market premiums were reflected in the
prices received by farmers in the competitive merchant markets.
Discounts received by farmers for staple length longer than
% inch in the non-competitive merchant and ginner merchant
type of markets as compared to premiums quoted in the central
markets, indicate a deplorable discrepancy for which there seems
to be little justification. That all of the quoted central market-
premiums for staple length should always be reflected in prices
paid in local markets could hardly be expected, but a difference:
of $11.75 in the average price paid for 1% inch cotton in certain
local markets and in central markets in relation to the prices paid
for % inch cotton seems unreasonable.
This section is devoted principally to a study of premiums and
discounts for staple lengths other than % of an inch as measured
from the average prices for % incn cotton, but in this connection
the average prices for % inch cotton in the various markets are-
worth noting. (Table 3). The averaged adjusted base price for
all of the local markets was $91.95 per 500 pound bale as com-
pared to $92.20 per bale, the average price of Middling % inch
cotton in New Orleans. This average base price for local markets
is higher relative to the New Orleans price than would normally
be expected because freight and compressing are the only changes
for which allowance has been made. This relatively high average
price for % inch cotton probably indicates that local buyers paid
prices relatively too high for cotton called % inch by the govern-
ment classers, and relatively too low for cotton designated as
longer staple.
The highest adjusted price for 7/8 inch cotton was paid in
Market E, and the lowest, was paid in Market D. When the
markets were classified by types, the average adjusted price for %
inch cotton was highest in the non-ginner commission markets,
second highest in the ginner commission markets, third highest in
the competitive merchant markets, and lowest in non-competitive
merchant markets. Merchant markets, as a whole, show lower
average adjusted prices for % inch cotton as well as considerably
lower premiums for the staple lengths longer than % of an inch.,
than the commission markets.
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In summarizing the staple premium and discount data it was
found that the extent to which central market premiums and dis-
counts for staple lengths other than % inch were reflected in the
local markets varied from 72 per cent in Market D to a minus 47
per cent in Market K. The negative percentage shown for Market
K and two of the other merchant markets indicates that farmers
actually received a discount on the cotton designated as of the
staple lengths longer than % inch by government classers, while
the central markets show considerable premiums for these staple
lengths. These data are summarized and given in detail for all
markets in Table 3.
Each of the non-ginner commission markets had a higher pro-
portional reflection of central market price differences for staple
length than any of the other markets. The average reflection for
these three markets was 59.0 per cent. Central market price dif-
ferences were reflected to a greater extent in each of the other two
commission markets than in any of the merchant markets. The
average percentage of central market differences for staple length
paid to farmers in these two ginner-commission markets was
approximately 25 per cent. Central market staple premiums and
discounts were received by farmers to the extent of about 50 per
cent in all commission markets combined.
Competitive merchant markets were the only merchant markets
showing any positive reflection of central market price differences
for staple length. The average for these markets is about 10 per
cent. The average price difference for staple lengths other than
% inch was a discount in Market J, because much of the cotton
sold in this market was
-Jf inch and less. The average discount
paid in this market averaged about 6 per cent of the discount
based on central market price differences for staple length.
The discount for ^| inch cotton was the only central market
price difference for staple length which was reflected positively in
the other three merchant markets. Aggregate discounts received
by farmers in Market F were over 30 per cent as great as the total
premiums based on central market price differences for staple
lengths. The corresponding percentage for Market G was 8.1 per
cent and for Local Market K, as previously mentioned was 46.7
per cent. The average proportional reflection of central market
price differences for staple length in all merchant markets was
minus 9.8 per cent as compared to plus 48.4 per cent in commis-
sion markets. The average for all. markets was phis 31.1 per cent.
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TABLE 4
Number of bales on which the averages shown in Table 3 are based
Market
Base
Price
Staple Length (Incheis)
13-16
and
less 7-8
and
29-32
15-16
and
31-32
1
and
1
1-32
1
1-16
and
1
3-32
1
1-8
and
1
5-32
1
3-16
and
I
1
7-32
Bales Xj dices -Ddiea -Ddiea .oaies Bales
Ginner-commission
Market A 593 4-ft ?n i41) L ZoO /I J A 1
Market B 714 6 121 289 358 103 16
Average 1307 46 322 575 573 144 27
Non-ginner commission
Market C 231 67 156 118 43 2 1
Market D 2 22 72 184 225 227 63
Market E 878 8 123 304 351 161 51 3
Average 1677 77 301 494 578 388 279 66
All commission 2984 123 623 1069 1151 532 306 66
Non-competitive merchant
Market F 1249 8 68 107 80 32 18 4
Market G 1152 60 262 422 443 169 55 5
Average 1401 68 330 529 523 201 73 9
Competitive merchant
Market H 148 32 219 112 4
Market J 148 121 129 22 3 2
Average 296 153 348 134 7 2
Merchant and ginner
Market K 81 23 90 53 6
All merchant 1778 244 768 716 536 203 73 9
All local markets 4762 367 1391 1785 1687 735 379 75
GRADE DIFFERENCES
Grade differences were received by farmers in local markets to
a slightly greater proportional extent than were staple premiums
and. discounts. Less than half of the central market premiums
and discounts for grade, however, were received by the farmers in
the ten markets studied.
Farmers in local markets received an average premium of 60
cents per bale for Strict Middling cotton, while the average pre-
mium for this grade in central markets was $1.25 or slightly over
twice the premium in local markets. The average premium for
Good Middling cotton in the local markets was 60 cents, the same
as that for Strict Middling, or only 30 per cent of the average
premium of $2.00 per bale quoted in central markets. An average
premium of $1.20 was received by farmers on five bales of Strict
Good Middling in the local markets as compared to $2.95 in central
markets.
25
The average discount on Strict Low Middling cotton in local
markets was $1.20 or 33 per cent of the $3.60 discount in central
markets. The average discount on Low Middling cotton in local
markets was only $1.30 or 20 per cent of the discount in central
markets. On 10 bales of Strict Good Ordinary cotton sold in
local markets, the average discount was $1.45 or only 15 per cent
of the $9.85 central market discount. These differences are pre-
sented in detail in Fig. 5.
Tig. 5—Average grade differences in local markets
of Louisiana and in c entral markets, 1928-29
Dol lare
per bale
-9
Central markets
Local markets
r
.S.G.M. G.M. S.M. M. S.L.M. L.M.
Grades (white)
9.0.0
Fig. ft—Average grade differences in local commission
and merchant markets of Louisiana and in central
markets, 1928-29
Dol \ are
per bale
3
_fc
-3
-9
Central markets
Commission market?
Merchant markets
S.O.M. G.M. S.M. M. S.L.M. L.M.
Grades (white)
S.G.O.
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It is often contended that very small premiums, if any, are
paid in local markets for grades above Middling, while grades
below Middling are severely penalized. This study, however, does
not verify this contention. It is obvious that, although the farmers
received only part of the central market premiums for grades
better than Middling, the discounts for low grades in local markets
were not nearly so large as in central markets. In fact, local
buyers discounted the lower grades relatively less than they paid
central market premiums for the better grades. Specifically, pre-
miums paid by local buyers on 3,380 bales of better than Middling
cotton were 42 per cent of the premiums prevailing in central
markets, whereas, the total discounts in the local markets on 932
bales of cotton of the grades below Middling were only 30 per
cent of the quoted central market discounts.
The above analysis emphasizes the fact that an adjustment of
local market differences more nearly in line with central market
differences must involve the increasing of the discounts on lower
grades, as well as increasing the premiums on the higher grades.
The various t}^pes of markets differed considerably in the
amount of grade differences paid, but the type of market seems
to have been less significant with respect to grade differences than
to staple premiums and discounts. The average premiums for
Strict Middling cotton were $ .35 per bale in the five merchant
markets and $ .70 in the five commission markets. On the other
hand, however, buyers paid an average premium of $ .85 per bale
in the merchant markets, and only $ .55 in the commission buyer
markets for Good Middling cotton.
Average discounts for Strict Low Middling cotton were $1.80
in commission buyer markets, and only $ .45 in merchant markets,
while discounts for Low Middling cotton were $5.30 and $ .60,
respectively. Average discounts of $1.40 and $1.45 were received
by farmers in the commission buyer markets and the merchant
market, respectively, for Strict Good Ordinary cotton.
Very little difference was apparent in the grade differences
received by farmers in the ginner commission and in the non-
ginner commission buyer markets. The average premium received
by farmers for Strict Middling cotton was $ .60 in the ginner
commission markets, and $ .75 in the non-ginner commission
markets. For Good Middling cotton the farmers received an aver-
age premium of $ .75 per bale in the ginner commission markets,
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and only $ .40 in the non-ginner commission markets. It may be
noted that the average premium for Good Middling cotton in the
non-ginner commission markets was $ .35 per bale less than that
for Strict Middling; while in the central markets the average
premium for Good Middling cotton was $ .75 per bale more than
for Strict Middling. Why such a condition prevailed is difficult
to explain. Each of the three markets included in this type
showed the same tendency in this respect.
Discounts on Strict Low Middling and Low Middling in both
types of commission markets were more nearly in line with central
market discounts than were the premiums for the higher grades.
These discounts were $1.85 and $1.80 for Strict Low Middling,
and $4.65 and $6.15 for Low Middling in the ginner and non-
ginner commission markets, respectively.
Considerable variation existed in grade differences received by
farmers in the various merchant markets. Average premiums and
discounts for grades higher and lower than Middling were greater
for every grade in the competitive merchant markets than in either
of the other two types of merchant markets. Grade differences
received by farmers in the competitive merchant markets were in
general about the same as those received in the commission buyer
markets. Grade premiums for Strict Middling and Good Middling
cotton in the non-competitive types of merchant markets were
negligible. Discounts for grades lower than Middling averaged
approximately 10 per cent of the corresponding central market
discounts in these markets. Tendencies in premiums and discounts
for spotted cotton agree in general with those for white cotton.
Summarizing this analysis of grade differences in local mar-
kets, it is evident that central market grade differences were re-
flected to some extent in all local markets. The extent to which
these differences were reflected, however, varied considerably be-
tween the various markets. The price differences for grade re-
ceived by farmers were 47.4 per cent and 41.9 per cent of the
corresponding central market differences in Markets A and B,
respectively. While in Markets C, D, and E, the corresponding
percentages were 1.9, 55.1 and 52.0, respectively. About 45 per
cent of the grade premiums and discounts quoted in the central
markets were reflected in the five commission markets combined.
Central market grade differences were reflected to .a consider-
ably less extent in the merchant markets, as a whole, than in the
28
commission markets, although the percentage for one of the com-
petitive merchant markets was higher than for any of the com-
mission markets. Grade differences in Markets F and G averaged
37.2 and 9.6 per cent, respectively, of the central market premiums
and discounts for grades higher and lower than Middling. Cor-
responding percentages for Markets H, J, and K were 39.7, 73.5,
and 6.6, respectively. The average percentage reflection of central
market grade differences in all merchant markets was 19.0 as com-
pared to 44.7 for the commission markets. About one-third of the
central market grade differences were reflected in the prices re-
ceived by farmers in all local markets combined.
TABLE 5
Average deviations per bale in local and central market prices for
grades other than Middling from the price of Middling cotton
in local markets of Louisiana, 1928-29
Gr£ide (Wllite)
Market Strict Strict Strict
Good Good Strict Low Low Good
Mid- Mid- Mid- Mid- Mid- Mid- Ordi-
dling dling dling dling dling dling nary
$*s $'s $'s Base $'s $'s $'s
Ginner-commission
Market A
.85 .50 0 — 1 .70 —5.25
Market B — .20 .60 .65 0 —2.00 —4.40 —3.60
Average — .20 .75 .60 0 — 1.85 —4.65 —3
. 60
Non-ginner commission
Market C
.30 .20 0 — .80
Market D 6.70 .55 .75 0 —2.00 —6. 15
Market E .50 1.05 0 — 1 .55 —6. 15 3.05
Average 6.70 .40 .75 0 — 1.80 —6. 15 3.05
All commission 1 .20 .55
. 70 0 — 1.80 —5.30 — 1 .40
Non-competitive
merchant
Market F — 1 .50 .30 0 — 1.35
Market G .20
. 10 0 — .35 — .60 — 1.45
Average
. 10 . 15 0 — .40 — .60 — 1.45
Competitive merchant
Market H .50 .55 0 —
. 10
Market J 1.40 .90 0 —5.50
Average 1 .00 .65 0 — 1 .65
Merchant and ginner
Market K .95 .05 0 — .95
All merchant
.85 .35 0 — .45 — .60 — 1.45
All local markets 1 .20 .60 .55 0 — 1 .20— 1 .30 — 1 .45
Central markets 2.95 2.00| I ..25| 0 —3.60 —6.35 —9.85
The minus (
— ) sign indicates discounts or lower prices than for
Middling:.
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TABLE 6
Number of bales on which the averages shown in Table 6 are based
Grade (White)
Strict Strict Strict
IVXctl JvCL Good Good Strict Low Low Good
Mid- Mid- Mid- Mid- Mid- Mid- Ordi-
dling- dling dling dling dling dling nary
Bales Bales Bales Bales Bales Bales Bales
vjrlllllt;! -CUlIlilllooltJll
Market A 97 315 333 46 3
Market B 4 102 354 195 59 8 2
Total 4 199 669 528 105 11 2
Non-ginner commission
Market C 65 193 101 8
Market D 1 95 290 226 177 5
Market E 217 369 243 96 3 1
Total 1 377 852 570 281 8 1
All commission
.
5 576 1521 1098 386 19 3
Non-competitive
merchant
Market F 2 85 166 12
Market G 29 340 556 273 110 .7
Total 31 425 722 285 110 7
Competitive merchant
Market H 62 225 57 5
Market J 67 109 41 2
Total 129 334 98 7
Merchant and ginner
Market K 7 94 50 6
All merchant 167 853 870 298 110 7
All local markets 5 743 2374 1968 684 129 10
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SPREAD BETWEEN CENTRAL AND LOCAL MARKET PRICES
Considerable difference or spread naturally exists between cen-
tral and local market prices. One factor which influences the
amount of this spread is carrying charges from local markets to
central markets. An adjusted spread between these markets was
computed by subtracting freight and compressing charges incurred
between each local market and New Orleans from the total spread
between prices paid in each local market and average prices for
the same qualities of cotton in central markets. This process
eliminated as nearly as possible the influence of differences in
location on the spread between central and local market prices.
The adjusted spread between central market prices and local
market prices during the season averaged $2.20 per bale for all
markets studied. This spread for the local commission markets
was $1.65 per bale as compared to $2.95 for the merchant markets
or a difference of $1.30. Among the commission markets the
average adjusted spread was $ .60 per bale less in the non-ginner
markets than in the ginner markets. Of the two ginner markets,
however, Market A shows an average adjusted spread of $2.50 per
bale less than Market B. This difference should not all be
attributed to the influence of gin buying, but this latter comparison
is more indicative of that influence than is the comparison between
the two ginner commission markets and the three non-ginner
commission markets. This is due to the fact that in Market B
the ginner buyer bought only a small proportion of cotton and he
was, in reality, strictly a commission buyer. He bought cotton for
a central market firm in competition with other commission buyers
of the same firm and other firms. His opportunity for paying
relatively high prices for cotton in order to attract business to his
gin was very limited. In Market A, however, one of the ginner
buyers was buying cotton for the gin company and it was possible
for him to pay relatively high prices solely for the purpose of
attracting farmers to the gin.
The adjusted spread for the non-competitive merchant markets
averaged $4.05 per bale as compared to $ .55 in the competitive
merchant markets, or a difference of $3.50. It is reasonable to
attribute a large part of this difference in spread to the influence
of the type of market. The average adjusted spread during the
season for the merchant and ginner markets was $1.50 per bale or
$ .95 more than for the competitive merchant markets.
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The average spreads between local and central market prices
for individual qualities of cotton varied considerably from those
for all qualities of cotton combined. The average adjusted spread
for if inch cotton in all local markets was a negative $2.00; that
is, the adjusted local market price for
-jf inch was $2.00 per bale
above the central market price. The local market price for Mid-
dling % inch cotton averaged $ .20 per bale below central market
prices as compared to $1.40 for if inch, $2.95 for 1 inch, $5.70
for 1T\ inches, $6.25 for 1% inches and $8.90 for 1X3F inches. As
noted above, the average spread for all qualities was $2.20 per bale.
In the five commission markets, the average spread for all
staple lengths adjusted to a middling grade basis was $1.40 per
bale. The commission market prices for if inch cotton averaged
$2.45 per bale above central market prices and those for % inch
cotton averaged $ .45 per bale above central market prices. Com-
mission market prices for ff inch cotton averaged $ .25 per bale
below central market prices as compared to $1.60 below for 1 inch,
$4.00 below for 1^ inches, $4.25 below for 1% inches and $7.25
below for lT3g inches.
Merchant market prices for each staple length averaged con-
siderably lower than those for commission markets. The average
adjusted price for if inch cotton in merchant markets was $1.30
per bale above central market prices as compared to $1.00 below
for % inch, $2.95 below for if inch, $5.15 below for 1 inch, $9.35
below for 1TV inches, $12.75 below for 1% inches, and $16.80 below
for lT
3
g inches. The weighted average spread for all staple lengths
in merchant markets adjusted to a middling grade basis was $3.25
per bale. Similar details for each market are shown in Table 8.
These data clearly indicate the tendency of local market prices
for the shorter staple lengths to be relatively high and those for
the longer staple lengths to be relatively low. A tendency for
those markets in which the greater proportion of the cotton was
of the longer staple lengths to show a greater average spread per
bale for all qualities of cotton, may be noted also. This relation-
ship indicates that, although communities which produced longer
staple cotton received somewhat higher prices than communities
which produced greater quantities of short staple cotton, the staple
quality for each market was not fully reflected in the prices paid.
Buyers in those markets in which all of the cotton was of the
shorter staples evidently operated on a narrower margin than. those
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in which considerable quantities of longer staple cotton were mar-
keted. This tendency may arise, in part, at least, from a greater
cost in merchandising longer staple cotton. Greater cost in mer-
chandizing may arise from unhedgeable risks of fluctuation in
staple premiums, more interest on the investment, and difficulty
of concentrating large even-running lots of staple cotton. On the
other hand, a tendency doubtless exists for buyers in many local
markets to more or less average their prices and to offset losses or
small profits on short staple cotton with greater profits on longer
staple cotton.
The spreads between central and local market prices for the
various grades of cotton, like those for the various staple lengths,
differed considerable. These spreads for all local markets adjusted
to a % inch staple basis were as follows: Strict Good Middling,
$1.95 per bale below central market prices; Good Middling, $1.60
below; Strict Middling, $ .90 below; Middling, $ .20 below - Strict
Low Middling, $2.20 above; Low Middling, $4.85 above; and
Strict Good Ordinary, $8.20 above central market prices. These
data indicate again the tendency for relatively high prices to be
paid for low quality cotton, and relatively low prices to be paid
for high quality cotton.
The adjusted spread between corresponding local and central
market prices changed considerably from month to month and this
seasonal change was notably different for commission and merchant
markets. In the commission markets, the price level was $ .45
below the average for the season in August, increased to only $ .30
below the average in September, increased further to $1.05 above
this average in October, and then declined to $ .85 and $3.00
below the average in November and December respectively. It
may be noted that the spread for commission markets was relatively
small during the middle of the season, and was greater at the
beginning and end, being especially low at the end. This is what
might logically be expected, since during the height of the season
when buyers are receiving a large volume of business they can
operate on a narrower basis than toward the beginning or end of
the season when only a few bales are being handled.
The adjusted spread in the merchant markets was very great
during the first month of the season, but became less each month
as the season advanced. The extent to which the average spread
during each month of the season varied from the average for the
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entire season in the five merchant markets was as follows : August
$2.35 per bale below; September $ .30 per bale below; October,
$ .95 per bale above; November, $1.30 per bale above; and Decem-
ber $1.45 per bale above.
Fig. 7—Average adjusted Spread between Louisiana local
commission market prices and central market prices
by months, 1928
Dollars
per b^Le
Adjusted tor rrelght and compressing costs to
New Orleans*.
Fig. 8—Average adjusted spread between Louisiana local
merchant market prices and central market prices by
months, 1928
36
TABLE 9
Average adjusted spread between prices received by farmers in local
markets of Louisiana and central market prices by months, 1928-29
Market
Averagti Spread * per 500 Pound Bale
August September October November
December
and later Season
Commission
A
B
C
D
E
Dollars
1 .60
3.35
2.90
1 .90
Dollars
.30
3 . 60
— 1 .35
4.35
.70
Dollars
1 .00
2.60
—2.20
1.65
—
.30
Dollars
2.65
2.20
. 15
5. 15
1.00
Dollars
5.65
4.00
0
5.90
1.85
Dollars
.75
3. 15
— 1.55
3.80
.45
Average....
Merchant
F
G
H
-=
2. 10
10.55
5.25
1.90
S.20
3.45
.95
1.55
—2.95
.60
3.05
3.65
—
. 10
.05
1.20
2.55
1 .95
2. 10
— 1 . 15
—
.55
1 .70
4.55
.80
—3.75
1 .90
5.40
1 .65
5.00
3.80
.40
. 70
1 .50
Average.... 5.30 3.25 2.00 1.65 1 .50 2.95
Adjusted for freight and compressing charges to New Orleans.
Minus (
— ) indicates a higher adjusted price in local market than in
central markets.
The seasonal change in the adjusted spreads for each of the
five commission markets and for four of the five merchant markets
agrees in general with the average for each of the respective groups.
There is one notable exception, however, and that is Market K,
the merchant and ginner market. It will be recalled that in the
description of local market K it was stated that in this market
the ginner buyer was active during only a part of the season. This
ginner buyer purchased cotton in that market only during the first
three or four weeks of the season, and it is very significant to note
that the spread for that market was very small during the first
month of the season, but after the first month there was a marked
increase in the spread for that market. This indicates that competi-
tion between the ginner buyer and merchant buyer during the first
month caused relatively high prices to be paid for cotton, but after
the withdrawal of the ginner buyer, the merchant buyer, having
very little competition, paid relatively low prices for cotton.
Some of the seasonal change in the adjusted spread in merchant
markets may be explained by the direct relationship between spread
and average staple length noted above. The average staple length
of cotton on which data were obtained in each of these markets was
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longest early in the season and became shorter as the season ad-
vanced just as the average spread was greatest early in the season,
and became narrower as the season advanced.
It is clearly evident that type of buyer is one of the most
important factors affecting the spread between local and central
market prices. The merchant markets showed a greater spread
than commission markets, in spite of the fact that relatively more
of the longer staples was marketed in the commission markets, and
other things being equal, there was a tendency for short staple
markets to show less spread. On an average, farmers in the
merchant markets received considerably lower prices for the longer
staples and slightly lower prices for shorter staples than those in
commission markets..
In addition to the influence of type-of-buyer on the spread
between local and central market prices and the association of
greater spread with longer staple length there are a number of
other factors which are important with respect to the adjusted
spread. The narrow spread .for Markets C and E may have been
due, largely, to the very active competition which existed between
the commission buyers, and the method of handling cotton in these
markets. In these markets, cotton warehouses Avere available and
practically all cotton was purchased from farmers after it was
placed in the local warehouse. It was purchased on warehouse
weights and on samples secured at the warehouse.
Change in weight of cotton is a factor of considerable impor-
tance in some of the markets of Louisiana. In most of the markets
studied the cotton was bought on gin weights, but in some in-
stances the buyer weighed each bale on his own scales and paid
for the cotton according to this weight, and as indicated above, in
two of the markets studied compress or public warehouse weights
were used. The change in weight varied considerably in different
markets, in some markets no loss or even a slight gain was re-
ported
;
however, in most of the markets the buyers reported a loss
in weight. The highest estimated average loss in weight was 10
pounds per bale.
Data relative to loss in weight were obtained from the buyers'
book in one local market. These data show that on 632 bales, the
average loss in weight was 5.8 pounds per bale between the gin
weight on which purchased, and the final outturn weight, on which
sold. The loss in weight averaged about 10 pounds per bale during
3fc
the first few weeks of the season and decreased as the season ad-
vanced to about 3 pounds per bale at the end of the season. Like-
wise, data were obtained in this same market relative to the loss
in weight between the local gin weight, on which cotton was sold
by the farmers, and the local compress weights. This loss in
weight averaged 3.2 pounds for 581 bales. The average loss in
weight between the local gin weight and the local compress weight
was about 5 pounds early in the season and practically none at
the end of the season. The heavy loss in weight during the early
portion of the season, was of course, the result of "green" cotton,
and considerable rainfall. Eainfall, however, was unusually light in
this market during all but the first three or four weeks of the
1928-29 ginning season. The precipitation between September 5
and October 16 was less than two inches. About 80 per cent of
the bales of the above sample was marketed during this period of
unusually dry weather. In seasons of heavy rainfall a somewhat
greater loss in weight might be expected.
VARIATION BETWEEN PRICE AND QUALITY FOR INDIVIDUAL
BALES IN THE SAME MARKETS DURING ONE DAY
Presentation of the above analysis has been accomplished by
the use of weighted averages or arithmetic means. The significance
of such a mean is dependent upon the number and deviation of
the individual observations in the series from which it is computed.
The significance of the averages for all local markets combined was
diminished in many cases by the fact that the averages for the
commission markets and the merchant markets differed so greatly.
Also, the significance of the averages for all commission or all
merchant markets was often reduced by the great variability of the
averages for the local markets. For, example, it was found that
the average premium for inch cotton in all local markets com-
bined was 15 cents per bale. This weighted average was computed
from an average premium of $ .65 per bale in commission markets
and a discount of $ .60 per bale in merchant markets. The 'average
premium for the commission markets was in turn derived from
averages for the local markets ranging from $ .15 per bale to
$2.50 per bale and the average discount for the merchant markets
was derived from averages ranging from a discount of $1.90 per
bale to a premium of $ .25 per bale. Furthermore, it can be
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shown that the averages for some of the local markets are com-
puted from widely different items. It is not feasible to present
here all of the individual items in any series from which averages
were computed for a local market during an entire season. Some
idea as to the variability of the individual items, and one cause
for this variability, however, can be obtained from a rather com-
plete examination of the individual transactions in several of the
local markets on a single day. The data for Market A are more
nearly complete than those for any other local market, and, there-
fore, these data are presented first, and in greater detail than
those for the other markets.
Prices received by farmers in Market A on September 15* for
cotton classified according to the grade and staple designation of
government classers and reclassified according to the grade and
staple designation of the local buyers are shown in Tables 10
and 11.
Considering first the prices for cotton classified according to
the grade and staple length designation of the government classers
it may be noted that there was considerable irregularity in the
prices paid. One bale called Strict Middling % inch brought
16.38 cents per pound while another brought 17.00 cents per
pound. Of the Strict Middling {% inch cotton 2 bales brought
16.40 cents per pounds and 2 others brought 16.95 and 17.00 cents
per pound. A bale of Strict Middling % inch sold for 17.00
cents while two bales of Strict Middling if inch sold for 16.40
cents per pound. The range in prices for Middling % inch was
from 16.25 cents to 16.65 cents per pound and that for Middling
-if inch was from 16.40 cents to 17.25 cents per pound. A bale
of Middling 1 inch sold for less than one of the bales of Middling
xf inch-
Three bales of cotton with a staple length of 1-^V inches sold
for the same price, 17.25 cents per pound, in spite of the fact that
one of the bales was called Middling, another Strict Middling, and
the other Good Middling. Perhaps the most marked irregularity
may be noted in the Strict Low Middling cotton wherein a bale
*September 15, 1928 was selected because it represents an active part
of the season and because of the limited fluctuations in the price of cotton
in the New York contract market. The difference between the high and
low for the active month on that day was only 11 points or .11 cents per
pound and therefore very little of the differences in prices received by
farmers in local markets on that day could have been due to differences
in price level regardless of the time of day at which the cotton was sold.
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TABLE 10
Prices per pound received by farmers for cotton sold in Market A on
September 15, 1928, classified according to grade and staple
length designation of government classers
St;iple Leng th (inches )
1 X 1 fi> 7 8 is 1^/1 o- 1 o 1 1 1-16 1 l-o
Good Middling
Cents Cents Cents Cents Cents
17.25
Cents
Strict Middling 16.38
17.00
16.40
16.40
1 A Q S
17.00
17.25
Average 16.69 16.69 17.25
Middling 16.25 16.40 16.95 17.25
16.40
16.65
16.75
17.25
Average 16.43 16.47 16.95 17.25
Strict Low
Middling 16.60 16. 10 f 17.30
called inch by the government classers sold for 16.60 cents per
pound and a bale called 1 inch brought only 16.10 cents per pound.
The average premium quoted in the central markets on that day
for 1 inch cotton over
-Jf inch cotton was 1.26 cents per pound but
apparently instead of the farmer with the inch cotton receiving
a premium of 1.26 cents per pound he received a discount of .50
cents per pound.
The average premium for |-f inch over % inch based on the
classing of government classers was only .02 cents per pound as
compared to .24 cents or 12 times as much in central markets
that day. The local market premium for 1 inch was .50 as
compared to .76 cents per pound in central markets. The pre-
miums for l-j'g inches were .69 and 1.75 cents per pound in the
local and central markets, respectively. Average grade differences
in Market Market A on September 15 were similar to those in
central markets, except for the bale called Good Middling for
.vhich no premium was paid in the local market.
A very different picture was obtained, however, when these
same prices were reclassified according to the grade and staple
designations of the cotton buyers in Market A. (Table 11). Of
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the 5 bales called Strict Middling if inch by the local buyers, the
farmers received 16.40 cents per pound for 4 and 16.38 cents per
pound for the other. One bale called Middling if inch by the
local buyer was sold for 16.10 cents per pound as compared to an
average price of about 16.40 cents per pound for Strict Middling
if inch. Of three bales called. Strict Middling 1 inch by the local
buyers, the farmers received 16.95 cents per pound for 2 bales and
17.00 cents per pound for the other bale. Four bales were called
Strict Middling 1^ inches by the local buyers and 17.25 cents per
pound were received by the farmers for each bale. A similar con-
sistency may be noted throughout this table.
TABLE 11
Prices per pound received by farmers for cotton sold in Market A on
September 15, 1928 classified according to grade and staple
length designations of local buyers
Grade
Designation
Staple Leilgth Desij^nation
15-16 31-32 1 1 1-32 1 1-16
Strict Middling 16.38
16.40
16.40
16.40
16.40
16.95
16.95
17.00
17.25
17.25
17.25
17.25
Average 16.40 16.97 17.25
Middling 16. 10 16.25 16.60
16.65
16.75
17.00 17.30
16. 10 16.25 16.65 17.00 17.30
The average premium for 1 inch over inch cotton in Market
A based on the classing of local buyers was .56 cents per pound
as compared to .52 cents in central markets. The corresponding
premiums for 1XV inches was 1.20 cents and 1.51 cents per pound,
respectively. The average premium for Strict Middling over Mid-
dling was .29 cents per pound in Market A as compared with .25
cents in central markets.
From the data just presented it is clearly evident that on
September 15, 1928, the local buyers in Market A did pay pre-
miums and discounts for the various grade and staple qualities
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of cotton in accordance with their determination of these qualities
and that these premiums and discounts were well in line with those
prevailing in the central markets. There was a marked difference,
however, in the determination of grade and staple length by these
local buyers and by the government classers. A bale of cotton
called Strict Low Middling
-^f inch by the government classers
brought 16.60 cents per pound, while a bale called Strict Low
Middling 1 inch cotton brought only 16.60 cents per pound.
According to the local buyer, however, the bale for which he paid
16.10 cents per pound was Middling
-Jf inch cotton and the bale
for which he paid 16.60 cents per pound was Middling 1 inch
cotton. This difference of .50 cents per pound was well in line
with the premium for 1 inch cotton over
-^f inch cotton prevailing
in the central markets.
Of two bales called Strict Middling % inch by the government
classers, one sold for 16.38 cents per pound, the other for 17.00
cents per pound. But the local buyer called the bale for which
he paid 16.38 cents per pound, Strict Middling
-Jf inch and the
other for which he paid 17.00 cents per pound, Strict Middling
1 inch. This difference of .62 cents per pound was slightly greater
than the central market difference for these .staple lengths.
Furthermore, the difference in the average price received by farm-
ers for cotton called % inch by the government classers and the
average price for cotton called inch was only 2 points or .10
cents per 500 pound bale against the central market difference of
25 points or $1.25 per bale. On the other hand, all of the bales
called 7/8 inch by the government classers were either -J-f, or 1
inch cotton, according to the local buyers.
It is obvious that marked variations in grade and staple desig-
nations might easily occur when only one day's marketing is an-
alyzed, which would not be apparent at all if a large volume of
local sales were presented as averages. These specific instances
are noted, however, in order to give a better understanding of the
mass of data presented in this analysis, and it is believed that
these discrepancies are typical of conditions existing in many of
the Louisiana local markets.
The spread between prices received by farmers in this local
market for the various qualities of cotton as determined by the
local buyers and the Galveston* spot prices for the same qualities
ranged from 105 points or $5.25 per 500 pound bale to 115 points
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or $5.45 per bale. The average difference was 108 points or $5.40
per bale. The local buyer who purchased 18 of the 19 bales of
cotton for which these data were obtained, told the writer that his
policy was to base the prices he paid to farmers on the Galveston
spot market quotations allowing 138 points per pound or $6.90
per 500 pound bale for expenses and carrying charges. These
expenses were itemized as follows:
Freight and • compressing 69% cents per
100 pounds or , $3 -48 Per bale
Loss in weight 40 points or 2-00 per bale
Buyer's commission 20 points or 1-00 per bale
Drayage
—
gin to depot 5 points or 25 per bale
Insurance and re-discount 3i/2 points or 17 per bale
Total 138 points or $6.90 per bale
On September 15, 1928, however, instead of allowing 138 points
per pound or $6.90 per bale for carrying charges, the above analysis
indicates that the averaged spread was 108 points or $5.40 per bale.
One or more of several factors may have contributed to this differ-
ence. First, the local buyer may have been using quotations fur-
nished by a private firm in Galveston and these quotations may
have differed from the official quotations. Second, the local buyer
may have been using the quotations for the previous day when
prices averaged 10 points higher. Third, this buyer was buying
for the cooperating gin company on commission and the gin com-
pany may have taken a loss on this cotton in order to gain business.
The last reason seems plausible, because this buyer outbid all other
buyers on most of the cotton in the market on September 15, 1928,
and the manager of the gin company said that several hundred
dollars were lost by the gin company on the cotton purchased.
This loss, however, was offset by the fact that the gin gamed
additional business by paying high prices for cotton. This com-
pany had a very successful season in 1928, in spite of the fact that
the cotton crop in that community was short and nearby gins
experienced a relatively small volume of business.
According to the grade and staple length designation of gov-
ernment classers, the prices received by farmers in Market A for
Galveston quotations were used because it is the market to which
most of this cotton was sent and Galveston quotations were used by the
local buyers.
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the various qualities of cotton range from .90 cents per pound
above the Galveston price for cotton called Strict Low Middling
if inch to 1.84 cents per pound below the Galveston price for
cotton called Good Middling 1^ inches. The average difference
between the local market and Galveston prices was 79 points per
pound or $3.95 per bale. This difference or spread based on the
grade and staple designations of the government classers corre-
sponds to the above noted spread of $5.40 based on the grade and
staple designations of the local buyers, the observed difference in
spread being due to a tendency on the part of the government
classers to call more of the cotton as of the shorter staple lengths.
Assuming that these 19 bales when shipped to Galveston were
purchased exactly in accordance with the grade and staple designa-
tions of the government classers and at the same level of prices at
which they were purchased from the farmer, the gin company for
which the cotton was purchased would have had $3.95 per bale
with which to pay freight, and compressing, drayage, insurance,
and re-discount, local buyer's commission, and loss in weight.
Freight and compressing, drayage, and insurance and re-discount
amounted to $3.90 per bale and consequently the gin company
would have lost $ .95 per bale commission to the local buyer,
probably about $1.00 to $2.00 per bale for loss in weight, and the
cost of selling the cotton. It is hardly probable that the gin com-
pany incurred such heavy losses as these, but the company claimed
to have incurred considerable losses.
It was impossible to obtain complete data with respect to both
grade and staple designation in the other markets studied and
therefore such an analysis as was made for Market A can not be
made for the other markets. An analysis, however, of the trans-
actions on September 15, 1928, at some of the other markets, using
only the grade and staple length designation of the government
classers seems essential to this study.
Prices received by farmers in Market D on this date show
considerable variation and inconsistency when classified according
to the grade and staple length designation of government classers.
A bale of cotton called Strict Middling iy8 inches sold for 16.50
cents per pound while another bale of the same grade but a desig-
nated staple length of only % inch sold for 17.00 cents per pound.
One bale called Good Middling 1 TV inches sold for only 15.50
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cents per pound and another of the same designated grade and
staple length sold for 18.00 cents per pound. Similar irregulari-
ties may be noted throughout Table 12.
TABLE 12
Prices per pound received by farmers in Market D, classified according
to the grade and staple length designation of government classers,
corresponding prices in central markets and the spread
between these prices on September 15, 1928
Staple
length
GRADE (WHITE)
Good Midd ling 1 Stric:t Middling ]Vliddling
CO
1
o3 1
CD
U
a,
|m
to
03 CD
h m
cu
m
w
o3 <v
c is
<u
m
Inches
7-8
Cents Cents Cents Cents
17.00
Cents
16.98
Cents
—
.02
Cents Cents Cents
15-16
Average.
17.00
17.00
17.36
17.36
.36
.36
16.50
17.00
17.22
17.22
. 72
.22
16.50 16.97 .47
17.00 17.36 .36 16.50 16.97 .47
1
Average..
17.00
17.50
17.88
17.88
.88
.38
16.50
17.00
17.49
17.49
.99
.49
17.25 17.88 .63 .... 16.75 17.49 . 74
1 1-16
Average..
15.50
16.62
18.00
18.87
18.87
18.87
3.37
2.25
.87
16.75 18.73 1.98
16.71
!
18.87 2. 16 16.75 18. 73 1.98
1 1-8
Average.
17.00
18.00
18.75
19.52
19.52
19.52
2.52
1.52
.77
16.50 19.38 2.88
....
17.92 19.52 1 .60 16.50 19.38 2.88
1 3-16 .... 18.00 20,23 2.23 ....
In general it may be said that there was a slight tendency on
the part of the buyers in Market D to make differences in the
prices paid to farmers in accordance with the differences in staple
quality as determined by government classes, but these differences
in prices were relatively insignificant and show numerous incon-
sistencies. Differences in grade quality, however, were rather con-
sistently reflected in the differences in prices paid to farmers.
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The range in prices received by farmers for the 19 bales of
cotton sold in Market D on September 15, 1928, was from 15.50
cents per pound to 18.75 cents per pound, or a difference of 3.25
cents. Of the 19 prices shown, 7 are below 17.00 cents per pound,
8 are as high as 17.00 cents per pound but below 18.00 cents, and
4 are 18.00 cents per pound or higher. Such a range in prices is
believed to be significant and it seems reasonable to assume that
these variations in price were based largely on the local buyers 7
interpretation of quality. If such were the case, however, their
interpretation of quality and especially staple quality differed con-
siderably from the interpretation of the government cotton classers.
The difference or spread between the local market prices and
the corresponding central market prices varied from — .02 cents
per pound to + 3.37 cents per pound, the minus sign indicating a
higher price in the local market and the plus sign a higher price
in the central markets. The average spread was
-f- 1.22 cents per
pound or $6.10 per bale. As was noted with respect to Market A,
there was a definite tendency for spread to be greater for the
longer staple lengths than for the shorter staple lengths.
A like analysis of the data for each of the other commission
markets reveals similar variations and irregularities in the prices
paid to farmers when these prices are classified according to the
grade and staple classifications of the government classers.
In Market F, one of the non-competitive ginner, storekeeper
markets, data were obtained on 15 bales of cotton sold individually
on September 15, 1928. In spite of the fact that according to the
government classers the staple length of these bales ranged from
if of an inch to 1% inches and all of them were either Middling
or Strict Middling in grade, the farmers received 15 cents per
pound for nearly every bale. Two bales called Middling |f of an
inch brought the farmers 15.00 cents per pound and two bales
called Strict Middling iy8 inches also brought 15.00 cents per
pound, although in the central markets, the latter quality was
commanding a premium of $15.45 per bale over the former.
(Table 14).
The transactions in this market on September 15, 1928, furnish
a typical example of "hog-round" cotton buying in local markets
with no evident attempt on the part of the local buyer to differen-
tiate between the various qualities of the cotton purchased and to
make differences in the prices paid to the farmers.
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TABLE 13
Prices per pound received by farmers in Local Market F, classified
according to the grade and staple length designations of
government classers, corresponding prices in central
markets, and the spread between these prices
on September 15, 1928
Staple
length
GRADE ;white)
1CL XV11C1C11 mg Middling
Local
Market
Price
Central
Market
Price
Spread
Local
A/To rlrp>f
Price
Central
TVTq rlrptXVXcll tfk-C L
Price
VJ|J1 V_CL V-A
Inches
13-16
Cents Cents Cents Cents
15 . 00
15.00
Cents
16. 23
16.23
Cents
1 . 23
1.23
15.00 16.23 1.23
7-8
Average
1 j . j U
15.00
15.00
16.98
16.98
1 4-8
1 .98
i no
1 . yo
15 00
15.00
16.73
16.73
1 . 73
1.73
15. 17 16.98 1.81 15.00 16.73 1.73
15-16
Average
15.00
15.00
17.22
17.22
2.22
2.22
15.00 16.97 1.97
15.00 17.22 2.22 15.00 16.97 1.97
1
15.00 17.49 2.49
1 1-16 15.25 18.48 3.23
1 1-8
Average
15.00
15.00
19.38
19.38
4.38
4.38 15.00 19. 13 4. 13
15.00 19.38 4.38 15.00 19. 13 4. 13
Average spread: 2.43 cents per pound or $12.15 per bale.
The cotton buyer in local Market F not only failed to make
differences in the prices paid to farmers on the basis of quality but
also paid prices which were considerably below the price prevailing
in the central markets on September 15, 1928. For the poorest
quality of cotton shown, the local market prices were 1.23 cents
per pound or $6.15 per bale below the corresponding average price
in central markets as compared to 4.38 cents per pound or $21.90
per bale for the highest quality. The average difference between
the local and central market prices was 2.43 cents per pound or
$12.15 per bale for this market, as compared to $3.95 for Market
A, $4.20 for Market B, and $6.10 for Market D. Furthermore,
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the freight charges on cotton from Local Market F to the nearest
central market were less than those of any of the other markets
studied, and Market F is the only one of the four markets men-
tioned above where there was not an average loss in weight on
cotton purchased.
Corresponding data for each of the other merchant markets are
similar to that presented for Market F. In each market practically
the same price was paid for every bale of cotton regardless of its
quality. There was less spread, however, between local and central
market price for the competitive merchant markets than for the
others.
COMPARISON OF COTTON CLASSING BY GOVERNMENT
CLASSERS AND LOCAL BUYERS
In the analysis of the transaction in Market A, a marked dif-
ference in the grade and staple length designations of government
classers and local buyers was noted and inconsistencies in the prices
received by farmers were explained, largely, by this difference in
cotton classing. A more complete analysis of such data is essential
to this study. The price data alone show what conditions existed
with respect to the problem of price-quality relationship based on
the grade and staple length designations of government classers.
An analysis of the grade and staple length designations of gov-
ernment classers and local buyers, however, helps to answer to the
question of why such conditions prevailed.
Difficulty was experienced in most of the local markets studied,
in obtaining grade and staple length designations of the local buy-
ers. This was due to the fact that the local buyers in most markets,
often made no record of their grade and staple designations, al-
though in a few markets no attempt was made to determine the
grade and staple length of the cotton purchased. Staple lengths
designations, especially, were not obtainable.
Data were obtained in Market A, however, relative to 'the staple
designation by the local buyers on 1,134 bales on which staple
length designations by government classers were available also. Of
the 1,134 bales the government classers designated 5.5 per cent as
if inch and 23.4 per cent as % inch, whereas the ]ocal buyers
designated none as of either of these staple lengths. The govern-
ment classers designated 36.5 per cent as £f inch as compared to
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44.9 per cent by the local buyers. As 1 inch the government
classers designated 28.3 per cent and the local buyers 46.9 per
cent. As 1^ inches the government classers designated 5.1 per
cent and the local buyers 7.6 per cent. The per cents designated
at 1% inches were 1.2 and 0.6 by the government classers and the
local buyers, respectively. (Table 14)
TABLE 14
Classification by Government classers and by local buyers of 1,134
bales of cotton sold in Market A, by staple lengths, 1928-29
Quantity a ccording to Proportion according to
i
Staple Length Government Local Government Local
Classers Buyers Classers Buyers
Bales Bales Per Cent Per Cent
13-16 and less 62 0 5.5 0
7-8 and 29-32 265 0 23.4 o
15-16 and 31-32 414 509 36.5 44.9
1 and 1 1-32 321 532 28.3 46.9
1 1-16 and 1 3-32 . 58 86 5. 1 7.6
1 1-8 and 1 5-32 14 7 1.2 0.6
Total 1134
.
1134 100.0 100.0
Of 62 bales designated by the government classers as inch
the local buyers designated 67 per cent as
-Jf inch, 31 per cent as
1 inch, and 2 per cent as lyV inches. (Table 15). Of the 265
bales of cotton designated by the government classers as % inch,
the local buyers designated 58 per cent as inch, 38 per cent as
1 inch, and 4 per cent as 1^ inches. Similarly the cotton desig-
nated by the government classers as of each of the other staple
lengths was distributed among the various staple lengths by the
local buyers. It may be noted that, although some degree of
correlation exists between staple designations by the government
classers and the local buyers, there was also a very marked differ-
ence in the classing of the two. The cotton which the government
classers called
-Jf, %, and inch cotton was all called -|f inch
and longer by the local buyers. The cotton which was l^ and 1%
inches according to the government classers, the local buyers tended
to call shorter than those staple lengths. The average staple length
of the 1,134 bales was slightly more than
-^f of an inch according
to the government classers and slightly over §\ of an inch accord-
ing to the local buyers.
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Of the 1,134 bales, the local buyers agreed with the government
classers on only 398 bales or 35 per cent. In other words, for 65
per cent of the bales, the staple length designation of the local
buyers were different from those of the government classers. The
percentage of bales on which there was complete agreement ranged
from 0 for ±f, % and 1% inch to 58 per cent for 1 inch. Fur-
thermore, using 1 inch cotton as an example, it may be noted that
the 186 bales, on which there was complete agreement between the
local buyers and the government classers, constituted only 35 per
cent of the bales called 1 inch by the local buyers. In other
words, of the 321 bales called 1 inch by the government classers
186 or 58 per cent were also called 1 inch by the local buyers, but
these 186 bales accounted for only 25 per cent of all (532) the
bales called 1 inch by the local buyers.
Of the 321 bales called 1 inch by the government classers 320
or practically 100 per cent were called either -Jf, 1, or 1TV inches
by the local buyers. The buyers did not differ with the govern-
ment classers by more than t\ of an inch on 81 per cent of all the
bales.
A very significant comparison is presented in Table 16. This
table shows the extent to which the staple length designations of
the government classers were reflected by those of the local buyers,
just as the price data presented previously indicated the extent
to which central market premiums and discounts, based on staple
length as determined by government classers, were reflected by the
prices paid by buyers in local markets.
It may be noted that the difference in average staple length
between the cotton designated as ^| of an inch and % of an inch
by the government classers was .0625 inch according to the govern-
ment classers and only .0072 inch or 11.5 per cent as much accord-
ing to the local buyers. Similarly only 13.3 per cent of the differ-
ence between % and inch cotton according to government classers
was reflected in the staple designations for the same cotton by
the local buyers. The corresponding percentages of the differences
between % of an inch and 1 inch; 1TV inches, and 1% inches
were 17.7, 21.7, and 20.8 respectively. The weighted average of
these percentages of the extent to which the differences in staple
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length according to government classers were reflected in the
designations of local buyers is 15.5 per cent. This low percentage
is very significant. Even if the local buyers in Market A paid full
TABLE 16
Comparison of differences in staple length designations by government
classers with average differences in staple length designations
of local buyers in Market A, Crop of 1928
Staple designa-
tions of govern-
ment classers
Averag(
length
bales acc
; staple
of same
Drding to
:
Differenc
base stap
and oth
lengths ac
e between
le lengths
er staple
cording to
:
Percentage
difference
according to
local buyers was
of that accord-
ing to govern-
ment classersLength Bales
Govt,
classers*
Local
buyers f
Govt,
classers
Local
buyers
Inches Number Inches Inches Inches Inches Per Cent
13-16 62
7-8 (base) 265
15-16 414
1 321
1 1-16 58
1 1-8 14
.8125
.8750
.9375
1 . 0000
1.0625
1. 1250
.9586
.9658
.9741
.9879
1 . 0064
1.0178
—
.0525
.0000
.0625
. 1250
. 1875
.2500
—
.0072
.0000
.0083
.0221
.0406
.0520
11.5
.0
13.3
17.7
21.7
20.8
All
lengths.... 1134 .9424 .9774 15.5
*Decimal equivalents of original designations, i. e. {§ inch equal .8125
inch.
fComputed from data shown in Table 14. For example, of the 62 bales
called if inch by government classers, 42 were called l| inch, 19 were
called 1 inch and 1 was called 1 TV inches by the local buyers. The weighted
average of buyers' designation was about 61/64 inch which is expressed
as a decimal fraction. .9586 inch.
central market premiums and discounts for staple length as they
interpreted staple length, the fact that their interpretation of dif-
ferences in staple length reflected difference in staple length as
interpreted by government classers to the extent of only about 15
per cent on an average, precludes the possibility that the price
paid to farmers in Market A when classified according to the
staple length designations of government classers would be greater
than about 15 per cent of the central market premiums and dis-
counts.
Premiums and discounts for staple length actually received by
farmers in Market A were only about 12.8 per cent of those in
central markets. This average percentage of 12.8 is weighted the
same and is comparable to the percentage (15.5) mentioned above.
These two percentages indicate that only about 17.5 per cent of
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the difference between central market and local market premiums
and discounts based on the government classing was due to a
failure on the part of the local buyers to pay these premiums on
the basis of their interpretation of differences in staple length.
The other 82.5 per cent of the failure of premiums to be reflected,
may be accounted for by the failure of the local buyers' designation
of staple length to agree with those of the government classers.
Grade designations of buyers were obtained in four local mar-
kets for a total of 3,253 bales. (Table 17). There was a definite
tendency for local buyers to call practically all of the cotton as of
one or two of the middle grades, usually either Middling and
Strict Middling or Middling and Strict Low Middling. This
tendency was apparent in each of the four markets for which data
were available, and was especially marked in Markets Gr and B.
On the other hand, the government classers usually made a more
or less normal distribution of the cotton throughout the range of
grades. The local buyers called 65.3 per cent of the 3,253 bales,
Middling, as compared with 38.3 per cent called Middling by
government classers. In each of the four markets, A, B, Gr, and J,
the cotton was graded somewhat higher by government classers
than by local buyers.
The extent to which the government classers and local buyers
agreed on the grade of individual bales varied from 33.0 per cent
for Market B to 58.6 per cent for Market J. (Table 18). The
corresponding per cents for Markets A and G were 45.8 and 40.0,
respectively. Of the 3,253 bales on which data were obtained in
the four markets, the local buyers and government classers agreed
on the grade of 1,346 bales or 41.8 per cent. For the middle
grades, the extent to which local buyers agreed with government
classers was much greater than for the higher or the lower grades.
This tendency doubtless arises in part from the fact that the local
buyers called a relatively greater proportion of the bales one of the
middle grades, and therefore, there was a probability for a rela-
tively greater proportion of bales to be included in the middle
grades by government classers. For example, for Market Gr it
may be noted that of the 576 bales called Middling by government
classers, the local buyer called 457 or 80 per cent Middling, also.
These 457 bales, however, constituted only about 41 per cent of
all the (1102) bales called Middling by the local buyer. In this
connection it is interesting to note that 80 per cent of all the
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cotton for which data were obtained in Market G was called Mid-
dling by the local buyer, and the local buyer agreed with the
government classers on 80 per cent of the bales which these classers
called Middling. Theoretically, if the 80 per cent of all cotton
TABLE 18 .
Percentage of individual bales on which the grading of local buyers
agreed with that of government classers in four markets
of Louisiana, Crop of 1928
MARKET
Grade Total
A B G J
Per Cent Per Cent Per Cent Per Cent Per Cent
S. G. M -. 0 0
G. M .8 0 0 0 .2
S. M 42.7 31.0 .05 78.3 . 29. 1
Mid 63.4 67.0 79.5 42.3 70.7
S. L. M 21.3 15.0 29.3 0 26.2
L. M 0 0 3.8 3.5
S. G. O 0 0 0 0
G. O 0 0
All Grades 45.8 33.0 40.0 58.6 41.8
called Middling by local buyers had been selected at random with-
out even sampling the cotton, approximately 80 per cent of the
cotton called Middling by the government classers would have been
included in the cotton called Middling by the local buyer. When
the above data were being obtained in Market G, it was observed
that practically all of the cotton had been called Middling until
toward the end of the season and thereafter most of it had been
called Strict Low Middling. It seems evident therefore, that the
local buyer in Market G failed, largely, to grade the cotton as it
was graded by government classers.
Comparisons similar to the above may be made for other mar-
kets. In Market A, the local buyers called 55 per cent of all the
cotton Middling and agreed with the government classers on 63
per cent of the bales called Middling by them. The corresponding
per cents for Market B were 60 and 67. The buyers in Market J
called 75 per cent of all the cotton Strict Middling, and agreed
with the government classers on 78 per cent of the cotton which
they had called Strict Middling. From the above data, it seems
logical to infer that agreement in the grade designation of a bale
of cotton, especially in the merchant buyer markets, was largely
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a matter of chance and the percentage of agreement for a particular
grade of cotton was determined to a great extent by the percentage
of all cotton called that grade by the local buyers. The need for
standardization and uniformity in cotton classing as a basis for
making differences in prices in accordance with differences in
quality is clearly apparent.
SUMMARY
About 30 per cent of the central market premiums and dis-
counts for staple lengths other than 7/s inch were reflected in prices
received by farmers in the 10 local markets of Louisiana studied.
The extent to which premiums and discounts for staple length
were received by farmers differed considerably in the various local
markets and types of local markets. Staple length was recognized
to a considerable degree in the commission-buyer markets as a
whole and especially in those in which the influence of ginner
buying was absent. For all of the commission markets combined
central market prices differences were received by farmers to the
extent of about 50 per cent.
Among the five merchant markets the data for only two, the
competitive merchant markets, indicate positive reflection of cen-
tral market premiums and discounts for staple length to any ex-
tent, whatsoever. The average percentage for these two markets
was about 10. In the non-competitive merchant markets, there
seems to have been a total disregard of staple premiums and dis-
counts, with farmers receiving approximately the same price for
if inch cotton as for cotton with a staple length of inches.
Perhaps the most marked irregularity with respect to staple
premiums and discounts in all of the local markets was the
universal failure to discount inch cotton to an appreciable
extent.
Grade differences were received by farmers in the ten local
markets studied to a slightly greater extent than were staple pre-
miums and discounts. However, based on the grade, designations
of government cotton classers, only about one-third of the central
market premiums and discount for grade were received by farmers
in the markets studied. Generally speaking, the failure to pay
premiums for grades higher than Middling was about the same as
the failure to discount grades lower than Middling. The various
markets differed considerably in the extent to which grade differ-
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ences were received by farmers, but the type of market seems
to have been less significant with regard to grade differences than
to staple premiums and discounts. The average percentage reflec-
tion of central market grade differences in all commission markets
combined was 44.7 per cent as compared to 19.0 per cent for the
merchant markets.
The average spread or difference between central market prices
and corresponding local market prices, adjusted for differences in
freight, and compressing charges, was considerably greater for
merchant markets than for commission markets. This spread was
greatest for the non-competitive merchant markets and smallest
for the non-ginner commission markets. The adjusted spread was
$2.20 per bale for all local markets, $1.95 per bale for all com-
mission markets, and $2.95 for all merchant markets. Average
adjusted prices in individual markets varied from about $1.64
per bale above central market prices in Market E to about $5.00
per bale below central market prices in Market F.
The average adjusted spread between local and central market
prices varied considerably. Adjusted local market prices for
inch cotton averaged $2.00 per bale above central market prices.
The average adjusted prices paid to farmers for each of the other
staple lengths were below corresponding central market prices, the
amount per bale being: $ .20 for % inch; $1.40 for if inch; $2.95
for 1 inch; $5.70 for inches; $6.25 for 1% inches and $8.90
for 1T
3
¥ inches. Average adjusted prices for the shorter staple
lengths were slightly lower in merchant markets than in commis-
sion markets and for the longer staple lengths were considerably
lower in the former than in the latter.
A direct relationship was noted between the average spread
between local and central market prices and the average staple
length of cotton produced. This relationship indicates that, al-
though communities which produced longer staple cotton received
somewhat higher actual prices than other communities, the superior
quality of the cotton was not fully reflected in average prices paid.
The seasonal change in the spread between local and central
market prices was notably different in commission markets and
merchant markets. For the commission markets this spread was
relatively narrow during the middle of the season and was wider
at the beginning and end of the season,—especially the latter. This
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change seems quite natural inasmuch as during the height of the
season when buyers were receiving a large volume of business they
could operate on a narrower basis than toward the beginning or
end of the season when only a few bales were being marketed. For
the merchant markets the spread was very wide at the beginning
of the season and became narrower as the season advanced. This
seasonal change was accounted for, largely, by the decrease in the
average length of staple in these markets as the season advanced.
Marketing facilities available in local markets were found to
have an appreciable influence on average local market prices. The
least spread between central market prices and local market prices
was for the two markets at which a warehouse was available and
cotton was hauled direct from the gin to the warehouse, and then
sold on warehouse weights and samples.
The average loss or gain in weight of cotton bales affects the
prices paid for cotton. Some buyers reported no average loss in
weight, while others reported an average loss of as much as 10
pounds per bale. Data secured at one market showed an average
loss of nearly 6 pounds per bale between the gin weight on which
the cotton was purchased and the weight on which it was sold by
the buyers.
An analysis of the individual transactions in certain local
markets on one day revealed the fact that in the commission mar-
kets there were numerous inconsistencies and irregularities in the
prices received by farmers when these prices were classified accord-
ing to the grade and staple length designations of government
classers. In many cases, farmers received the same price for cotton
called a short staple length as for cotton called a longer staple
length. There was, usually, a wide range in the prices received
for cotton all designated as the same grade and same staple length.
Such inconsistencies were largely accounted for in Market A, how-
ever, by similar inconsistencies in the grade and staple length
designations of government classers and of local buyers. In the
merchant markets analyzed, the farmers received about the same
price for every bale regardless of its quality or any other con-
sideration, and the level of prices was generally lower in the
merchant markets.
In Market A it was found that 82.5 per cent of the failure
for central market premiums and discounts for staple length to
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be reflected in prices received by farmers could be accounted for
by the failure of the staple length designations of local buyers to
reflect differences in staple length as designated by the govern-
ment classers. Similar inconsistencies in the classing of cotton
by government classers and local buyers were observed in the other
local markets for which these data were available.
A definite tendency on the part of the local buyers to call
practically all of the cotton as one, two, or three of the middle
grades and staple lengths was apparent. On the other hand, the
government classers usually made a more or less normal distribu-
tion of the cotton throughout the range of grades and staple
lengths.
It seems apparent from this study that the type-of-buyers and
the degree of competition in a market are very important factors
with respect to price quality relationships and average price levels,
and that comparability and uniformity of cotton classing are pre-
requisites for an accurate reflection of quality values to farmers.

